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SUBJECT: EC CONSIDERATION OF INVESTMENT INSURANCE SCHEME 
REE: (A) EC BRUSSELS 1 147, (B) EC BRUSSELS A-064 
(C) EC BRUSSELS 1479 

1. COMMISSION OEFICIALS IN DIRECTORATE GENERAL EOR INDUSTRY 
GAVE MISSION THE FOLLOWING INTERIM ASSESSMENT ON EC EFEORTS 
TO CREATE AN INVESTMENT INSURANCE SCHEME FOR EC FIRMS 
OPERATING IN LDCS AND ON COOPERATION WITH USG FOR SUCH A SCHEME. 

2. A RECENT COUNCIL WORKING GROUP MEETING MADE SOME PROGRESS, 
DESPITE ERG HESITANCY, TOWARDS A POSSIBLE EC INVESTMENT 
GUARANTEE SCHEME EOR LDCS. THE STAEF EXPECTS TO HAVE A 
PROPOSAL READY FOR THE EC COMMISSION CONSIDERATION IN JUNE. 

THIS WILL CONTAIN AN ANALYSIS OF THE ISSUES AS WELL AS OUTLINE 
ALTERNATIVE SOLUTIONS. 

3. AT THE MOMENT, THE COMMISSION STAFF IS UNSURE WHETHER IT 
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WILL EAVOR REINSURANCE OR A DIRECT INSURANCE SCHEME. 

THE COMMISSION RESPONSIBLE FOR DEVELOPMENT QUESTIONS, 

CHEYSSON, IS LEANING TOWARDS REINSURANCE BECAUSE THIS 
WOULD BE EASIER TO IMPLEMENT. A REINSURANCE SCHEME 
WOULD COMPLEMENT NATIONAL SCHEMES WHILE DIRECT 
INSURANCE MIGHT COMPETE WITH MEMBER STATE PROGRAMS. 

THE FRG FAVORS LIMITING POSSIBLE EC INVESTMENT 
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GUARANTEES TO MINING OPERATIONS. THIS, HOWEVER, WOULD 
INCREASE THE RISK BECAUSE MINING HAS BEEN PARTICULARLY 
VLNERABLE TO EXPROPRIATION IN THE PAST. THE GROUP 
HAS NOT YET REACHED A CONSENSUS ON THE PPOSSIBLE 
COVERAGE OE AN INVESTMENT SCHEME. 

4. PRESSURE FOR EC ACTION CONTINUES TO COME FROM THE 
EC MINING INDUSTRY WHICH PRESENTED THE GROUP WITH A 
BLEAK REPORT ON THE LEVEL OF EC MINING INVESTMENT IN 
LDCS. FOR THE PAST TEN YEARS NEW INVESTMENT IN THIS 
AREA HAS STAGNATED AT ABOUT $500 MILLION PER YEAR. 

THE INDUSTRY CLAIMS THAT INVESTMENT SHOULD BE FOUR 
TIMES GREATER IF SUPPLY REQUIREMENTS ARE TO BE MET AT 
REASONABLE PRICES IN THE NEXT TWENTY YEARS. 

5. THE WORKING GROUP ALSO DISCUSSED BROADENING 
FINANCIAL SOURCES FOR RAW MATERIALS INVESTMENTS IN 
THE LDCS.THE GROUP IS CONSIDERING POSSIBLE PARTICI- 
PATION OF THE WORLD BANK BROUP, REGIONAL DEVELOPMENT 
BANKS, THE EUROPEAN INVESTMENT BANK, AND EUROPEAN 
DEVELOPMENT FUND AS POSSIBLE SOURCES OF ADDITIONAL 
FINANCING. 

6. THE COMMISSION STAFF REMAINS RECEPTIVE TO THE IDEA 
OF COOPERATING WITH THE US IN DEVELOPING A COMMON 
APPROACH TOWARD INVESTMENT INSURANCE. THEY HAVE 
DELAYED REPLYING TO THE US PROPOSAL TO DISCUSS SUCH 
COOPERATION, HOWEVER, BECAUSE THEY WANT TO HAVE A 
CLEARER IDEA OF MEMBER STATE VIEWS AND POSSIBLE 
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ACTION IN THIS AREA.HINTON 
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